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INTRODUCTION 


The  19H1  Legislature  created  the  Water  Development  program  by 
unanimous  vot-e,  leflecting  broad-based  support  for  water  resource  development 
and  conservation  activities.  The  Legislature's  intent  in  creating  the  program 
was  to  allow  Montanans  to  enjoy  the  full  benefit  of  the  state's  water 
resources  by  providing  financial  and  administrative  assistance  to  private,  local, 
and  state  entities  for  water-related  projects  and  activities.  Today,  the  Water 
Development  program  supports  a  diverse  array  of  projects  and  activities  across 
the  state.  Perhaps  most  visible  is  the  loan  and  grant  program  thi'ough  which 
millions  of  dollars  are  distributed  for  water-related  projects  ranging  from  the 
construction  of  storage  reservoirs  to  the  enhancement  of  land  and  water 
quality  through  the  control  of  saline  seep  and  streambank  erosion.  Just  as 
crucial  is  the  rehabilitation  of  aging  state  water  projects  which  still  provide 
irrigation  water  and  recreational  opportunities  to  thousands  of  the  state's 
residents.  Water  Development  program  funding  also  helps  assui^e  that  watei' 
allocated  thi'ough  the  reservation  process  for  future  agricultural  needs  in  the 
Yellowstone  Rivei'  basin  will  be  put  to  actual  beneficial  use.  Finally,  the 
Water  Development  program  could  play  a  major  role  in  helping  the  state  meet 
federal  cost-sharing  requirements  on  several  projects  for  which  congressional 
funding  authorizations  will  be  sought. 

Part  I  of  this  report  describes  the  status  of  the  Water  Development 
program  administered  by  the  Water  Resources  Division  of  the  Department  of 
Natural  Resources  and  Consei-vation  (DNTRC).  Part  II  briefly  examines  the 
Division's  priorities  for  potential  federally-authorized  water  projects.  Each 
part  summarizes  poitions  of  a  more  comprehensive  status  report  on  the 
Renewable  Resource  Development  and  Water  Development  progiams,  copies  of 
which  are  available  upon  request  from  the  Division.  This  summary  report  is 
intended  to  fulfill  the  requirements  of  Section  85-10-621,  MCA. 


I.   THE  WATER  DEVELOPMENT  PROGRAM 
WATER  DEVELOPMENT  PROGRAM  FUNDING 

Although  the  financial  "plumbing"  of  the  Water  Development  program  is 
complicated,  the  origin  of  those  funds  is  not.  The  program  receives  money 
directly  from  four  sources  (Figure  1).  Most  of  the  program  is  funded  by  30% 
of  the  interest  income  from  the  Resource  Indemnity  Tax  Trust.  A  small 
percentage  of  the  coal  severance  tax  revenue  (less  than  1%)  is  also  distributed 
thi'ough  the  program.  The  third  souice  is  revenue  from  state-owned  water 
projects  and  the  fourth  is  repayments  from  loans  issued  through  the  loan  and 
grant  part  of  the  program. 

Not  shown  in  Figure  1  are  the  funds  distributed  through  the  Water 
Development  loan  programs  which  are  generated  through  bond  sales.  Bonds 
sold  to  finance  loans  ovei'  $200,000  are  backed  by  funds  from  the  coal 
severance  tax.  Smaller  loans  are  financed  through  the  sale  of  state  general 
obligation  bonds. 

Each  legislature  authorizes  the  appropriation  of  Water  Development 
program  funds  for  a  number  of  activities.  Those  activities  are  described  in  the 
sections  that  follow. 


FIGURE   1 
WATER  DEVELOPMENT  PROGRAM  FUNDING 
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WATER  DEVKLQPMENT  PROGRAM  ACTIVITIES 

Loans  and  Grants 

The  loan  and  grant  pail  oF  the  Watet-  Development  program  has  three 
principal  components.  These  are  the  gi'ant  program,  the  small  loan  program, 
and  the  large  loan  program. 

Grants.  Together,  the  Water  Development  and  the  Renewable  Resource 
Development  (RRD)  grant  programs  comprise  this  component.  Each  is  funded 
by  a  percentage  of  the  coal  severance  tax.  Public  entities  at  the  state  and 
local  level  are  eligible  to  leceive  giants  from  both  programs,  while  private 
entities  (individuals,  corpor'ations,  and  partnerships)  are  eligible  to  receive 
Water  Development  grants  only.  All  giants,  public  and  private,  must  be 
approved  by  the  legislature  bef'oie  they  can  be  issued.  No  grant  may  exceed 
$100,000.    Applications  are  accepted  until  May  1-5  of  even-numbeied  years. 

Seventy-three  project  applications  were  submitted  to  the  Water 
Development  and  Renewable  Resource  Developmentgiant  programs  for  funding 
next  biennium.  The  types  of  proposed  projects  for  which  funding  proposals 
were  submitted  are  shown  in  Figure  2a.  Of  the  73  piojects,  64  projects 
totaling  almost  $3.3  million  in  grant  funds  have  been  ranked  to  establish 
funding  priorities  (Table  IJ.  As  in  past  years,  not  all  projects  will  receive 
funds;  revenues  available  foi-  distribution  through  this  program  are  not 
expected  to  exceed  $1.6  million  during  the  coming  biennium.  The  top  twenty 
to  twenty-five  projects  will  likely  receive  money.  Funds  will  be  distributed  to 
successful  project  applicants  as  those  funds  become  available,  with  more  highly 
ranked  projects  receiving  money  earlier  in  the  biennium. 

Small  Loans.  The  second  major  component  is  the  small  loan  program, 
comprised  of  the  Water  Development  and  Renewable  Resource  Development  loan 
programs.  Public  entities  at  the  state  and  local  level  of  government  are 
eligible  to  receive  loans  from  both  programs,  while  private  entities  are  onJy 
eligible  for  Water  Development  loans.  Loans  for  private  projects  require  only 
the  approval  of  DNRC's  Director  and  may  be  issued  at  any  time  throughout  the 
biennium  if  funds  are  available.  Loans  for  public  projects  must  receive  prior 
legislative  approval  before  they  can  be  issued.  The  maximiun  amount  that  may 
be  loaned  is  $200,000.  Loans  are  funded  from  the  sale  of  state  general 
obligation  bonds.  DNRC  is  authorized  to  issue  up  to  $10  million  of  these 
bonds.  To  date,  almost  $4.2  million  in  bonds  have  been  sold.  Interest  rates 
attached  to  the  small  loans  are  the  rate  at  which  the  state  bond  is  sold.  The 
rate  of  the  most  recent  state  bond  sale,  in  December  198.5,  was  6.9  percent. 

About  $2  million  in  loans  to  29  private  projects  have  been  approved  by 
the  DNRC  Director  so  far  in  the  1986-87  biennium.  All  29  projects  involve 
irrigated  agiiculture.  Six  public  projects  requesting  over  $530,000  in  loans 
requiie  legislative  approval  before  funds  can  be  distributed.  Of  the  six  project 
loans,  five  are  for  municipal  water  systems  and  one  for  a  rural  water  system. 


FIGURE   2 

APPLICATIONS  FOR  LOAN  AND  GRANT  PROGRAM  FUNDING 

(1988-89)  BIENNIUM 
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Laijje  Loans.  The  tliird  major  componenl  is  the  large  loan  program.  Up  to 
$2.')0  million  in  Montana  coal  severance  tax  bonds  can  be  sold  to  finance  public 
water  resource  development  projects  and  activities  authorized  by  the 
legislature.  The  interest  late  on  project  loans  is  determined  by  the 
legislature,  which  can  set  the  interest  rate  below  that  at  which  any  individual 
coal  severance  tax  bond  is  sold  to  finance  those  projects.  To  date,  $28.4 
million  in  coal  severance  tax  bonds  have  been  sold. 

During  the  1986-87  biennium,  eleven  project  applications  amounting  to 
over  $40  million  in  loan  requests  were  submitted  for  funding  through  the  large 
loan  program.  Figure  2b  summarizes  these  project  applications  by  type.  Eight 
of  the  proposed  projects  are  recommended  for  a  total  of  $36.2  million  in 
funding  during  the  coming  biennium.  Of  the  recommended  loan  amount, 
however,  $17.8  million  is  a  re-authorization  of  loan  authority  granted  for  the 
1984-85  biennium  to  the  Milk  River  Irrigation  Districts  for  hydropower 
development  at  Tiber  Dam  on  the  \!aiias  River.  In  addition,  two  projects—a 
water  system  improvement  project  proposed  by  the  town  of  Lima  and  a  dam 
project  rehabilitation  proposed  by  the  Department  of  F'ish,  Wildlife  and 
Parks-were  originally  submitted  for  funding  through  the  grant  program.  After 
project  review  and  evaluation,  DNRC  decided  that  both  projects  could  be 
funded  under  the  large  loan  program.  Together,  they  will  r-equire  loans  of 
about  $800,000.  Thus,  slightly  over  $17.5  million  in  new  loan  authority  is 
requested  for-  the  coming  biennium.  Table  2  identifies  individual  funding 
recommendations  for  all  13  projects. 


State-Owned  Water  Project  Rehabilitation 

Part  of  the  Water-  Development  program  is  intended  to  provide  funds  for' 
resolving  safely  problems  at  state  wat^r'  projects  and  maintaining  the  benefits 
those  projects  provide  to  local  economies.  Montana  owns  twenty-five  water' 
stor'age  projects.  The  pr'ojccts  were  constructed  in  the  1930s  and  1940s,  and 
while  their-  principal  pur'pose  is  U)  stor'e  water  for  irrigation,  many  provide 
impor  tant  recreation  and  flood  contr'ol  benefits  as  well. 

Many  of  the  state's  water'  pr'ojects  have  been  in  operation  for'  about  50 
years.  In  some  cases,  structural  components  of  the  projects  ar'e  deteriorating 
simply  because  of  age.  In  other  cases,  the  design  of  these  projects  refiects 
the  standar'ds  of  the  times  when  the  projects  were  built,  but  does  not  meet 
the  dam  safety  standards  of  today.  Those  pr'oject  cor-nponents  which  most 
frequently  r'equire  rehabilitation  are  the  spillways  and  the  outlet  works. 
Spillways  pass  flood  Hows  over'  or-  around  the  dam  embankment  to  prevent  its 
failure.  Many  of  the  staU^>  project  spillways  ar'e  not  lar'ge  enough  to  pass 
flood  flows  of  the  magnitude  r'equired  under  current  dam  safety  guidelines. 
Some  have  deteriorated  structurally  because  of  their  exposure  to  the  elements, 
fiequenl  use,  or  a  combination  of  both.  Outlet  works  allow  the  controlled 
r'elease  of  water'  past  or'  through  the  dam  embankment  into  the  channel  below. 
Here,  structural  detorioration  is  most  commonly  caused  by  wear  resulting  from 
almost  constant  use  of  the  outlet  to  supply  downstream  water'  demands. 
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DNRC  provides  the  maintenance  and  rehabilitation  services  for  these 
water  projects.  It  has  conducted  annual  dam  safety  inspections  at  all  projects 
since  1972.  Minor  maintenance  and  repair  is  often  carried  out  by  the  water 
users'  association,  with  the  Department  providing  technical  assistance.  On 
many  state  projects,  however,  deteriorating  spillways,  outlet  works,  drains,  or 
embankments  require  a  major,  technically  complex  rehabilitation  effort.  These 
repairs  are  completed  under  the  direction  of  the  Department,  and  are  typically 
financed  through  the  Water  Development  program.  The  funds  support  both 
pre-construction  activities-including  feasibility  studies,  final  design,  and 
development  of  plans  and  specificalions-and  construction  activities.  Table  3 
summarizes  the  progress  made  by  the  Department  in  the  repair  and 
rehabilitation  of  state  water  projects  during  the  1986-87  biennium. 

The  Department  has  developed  emergency  warning  and  evacuation  plans 
for  the  Broadwater  Project  (Broadwater  County),  Nevada  Creek  Dam  (Powell 
County),  and  Ruby  Dam  (Madison  County).  Using  these  plans  will  reduce 
property  damage  and  loss  of  life  in  the  unlikely  event  of  a  project  failure. 

DNRC  has  also  been  given  the  responsibility  for  investigating  the 
feasibility  of  developing  the  hydropower  potential  at  state-owned  projects. 
Using  Water  Development  program  funds,  preliminary  investigations  have  been 
completed  for  Deadman's  Basin  (Wheatland  and  Co  Iden  Valley  counties),  Pain  ted 
Rocks  (Ravalli),  Ruby  (Madison),  Cooney  (Carbon),  Middle  Creek  (Gallatin), 
Nevada  Creek  (Powell),  Tongue  River  (Bighorn),  and  Broadwater-Missouri 
(Broadwater)  dams.  Only  the  Broad  watei-Missouri  hydropower  project  appears 
feasible  at  current  avoided  cost  rates  and  under  cuirent  market  conditions. 
Even  so,  the  project  may  have  unacceptable  negative  cash  fiows  in  the  initial 
years.  Investigations  to  fui'ther  refine  project  economics  are  being  conducted. 
Upon  completion  of  these  efforts,  a  decision  will  be  made  on  whether  the  state 
should  proceed  with  developing  the  project. 

Private  parties  are  interested  in  developing  hydiopowei'  projects  at  the 
Painted  Rocks,  Willow  Creek,  Ruby,  and  Tongue  projects.  DNRC  is 
investigating  possible  lease  arrangements  at  those  sites. 

Water  Reservations 

The  Montana  Water  Use  Act,  passed  in  1973,  provides  public  entities  the 
opportunity  to  apply  to  the  Board  of  Natural  Resources  and  Conservation  to 
reserve  water  for  future  beneficial  uses  or  to  maintain  a  minimum  flow,  level, 
or  quality  of  water.  Water  Development  program  funds  have  played  a  major 
role  in  helping  conservation  districts  in  the  Yellowstone  River  Basin  put 
reserved  water  to  use.  Progi'am  funds  have  also  been  used  to  finance  the 
preparation  of  applications  to  reserve  water  in  the  Missouri  and  Clark  Fork 
river  basins.  A  brief  progress  report  on  water  reservation  efforts  in  all  three 
basins  follows. 


The  Yellowstone  River  Basin.  To  date,  water  reservations  have  been  granted 
only  in  the  Yellowstone  River  Basin.  On  December  15,  1978,  the  Board 
awarded  water  reservations  to  eight  municipalities,  fourteen  conservation 
districts  (CDs),  four  state  agencies,  two  federal  agencies,  and  one  irrigation 
district.    It  specified  the  following  priorities  and  volumes  of  water. 


TABLE  3 

STATE-OWNED  WATER  PROJECT  REHABIUTATION 

(Expected  expenditures  for  1986-87  Biennium) 


Project                                                Biennium  EupcndiCures 
(County) Work  Required Pre-Construction    Constnjction 


Funding  Responsibility 


'Cottonwood       Spillway  repair 
(Park) 


*Yellow  Water  Replace  outlet 
(Petroleum) 


$  4  7,000 


40,000 


*Martinsdale       Repair  existing  42,000 

(Wheatland/        spillway,  construct 
Meagher)  new  spillway, 

install  seepage 

control  drain 

*Middle  Creek    Repair  existing  165,000 

spillway,  construct 
new  spillway,  increase 
reservoir  storage 


$128,000 


131,000 


222,650 


State        Watci 

r  Us<;rs 

CoramcDts 

$145,000 

$  30,000 

Rehabilitation 

(l/)an 

completed. 

repayment) 

139,000 

32,000 

Rehabilitation 

(lyoan 

completed 

repayment) 

42,000 

222,650 

Rehabilitation 

(lioan 

partially  completed. 

repayment) 

New  emergency  spill- 
way will  be  completed 
in  1987. 

165,000 


*Pelrolia 
(Petroleum) 


Increase  spillway 
capacity,  repair 
dam  embankment 


Painted  Rocks 
(Ravalli) 


$100,000 


$100,000 


Repair  existing 

spillway 


70,500 


70,500 


Feasibility  .study 
completed  in  Feb.   1985. 
Total  construction  cost 
is  estimated  to  be  $4 
million.    Funding  through 
U.S.  Bureau  of  Reclamation 
Small  Project  Loan  Program 
is  being  pursued. 

Feasibility  study 
completed  in  Dec.  1986. 
Total  construction  cost 
estimated  at  $2.6  million. 
Federal  funding  through 
the  U.S.  Bureau  of  Rec- 
lamation Small  Project 
Loan  program  is  being 
pursued. 

Work  will  be  com- 
pleted by  Nov.  1987. 


*Tongue 
(Bighorn) 


Increase  spillway 
capacity,  increase 
reservoir  storage 


78,000 


78,000 


7,500 

3,000 

50,000 

Expenditures  for  pie-consti  uction  activities  have  been  made  for  these  projects  in  previous  bienniums. 


Fred  Burr 

Minor  repair 

7,500 

(Ravalli) 

to  outlet 

Flint  Creek 

Minor  repair  to 

3,000 

(Granite) 

outlet  gate 

*  Broad  water- 

Installation  of 

50,000 

(Broadwater) 

Foar.ibility  study  com- 
pleted in  March  1985. 
Preferred  alternative  is 
to  raise  the  spillway 
crest  four  feet  and 
enlarge  the  existing 
spillway  capacity.    A 
special  risk  analysis 
IS  now  being  conducted 
to  determine  the  most 
cost-effective  rehabili- 
tation alternative. 
Estimated  cost  of  re- 
habilitation is  $20  - 

$120  million  depending 
on  spillway  size. 


Economic  feasiblity 
assessment  of  install- 
ing hydropower  facili- 
ties will  be  completed 
by  January,  1987. 
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First:         Municipal  reservations  -  60,913  Acre-feet  per  Year  (AFY) 

Second:      Instreain  flow  leservations  above  Billings  -  3,914,555  AFY, 
measured  at  Billings 

Third:         Irrigation  reservations  -  650,324  AF\ 

Fouith:      Instream  flow  reservations  below  Billings  -  5,429,310  AFY 
measured  at  Sidney 

Fifth:         Multipurpose/Storage  reservations  -  1,11 1,000  AFY 

Water  set  aside  through  the  reservation  process  must  be  put  to  actual 
beneficial  use  io  withstand  the  test  of  claims  by  downstream  states  and  for 
reservations  to  prove  effective  in  equitably  allocating  a  scarce  resouixe  for 
futui'e  use  among  different  in-state  gi'oups.  Of  all  the  applicants,  the 
conservation  districts  were  most  limited  in  the  staff  and  funding  resources 
needed  to  comply  with  technical  and  administrative  requirements  for  using 
reserved  water.  Recognizing  this,  the  1981  Legislature  provided  Water 
Development  program  funds  for  two  DNRC  staff  positions  to  directly  assist  the 
CDs.  Using  these  positions,  DNRC  has  helped  each  CD  develop  procedures 
needed  to  administer  its  water  reservation.  The  Department  has  also  helped 
the  CDs  compile  detailed  project  plans  which  must  be  approved  by  the  Board 
before  project  development.  This  assistance,  together  with  a  concerted  effort 
by  all  CDs  to  promote  the  use  of  their  reserved  water,  has  resulted  in  the 
approval  of  74  projects  to  use  23,088  acre-feet  per  year  in  13  conservation 
districts.  Nitmerous  other  project  applications  are  currently  being  prepared  for 
Board  approval. 


The  Missouri  River  Basin.  In  1985,  the  Legislature  directed  the  Department  to 
coordinate  a  process  to  establish  water  reservations  in  Montana's  Missouri 
River  Basin.  Because  of  Montana's  limited  financial  resources  and  the 
magnitude  of  the  undertaking,  the  Legislature  specified  a  six  and  one-half  year 
time  period  to  complete  the  process.  During  the  current  biennium,  qualified 
applicants  upstream  of  Canyon  Ferry  dam  are  preparing  applications  to  reserve 
water.  During  the  1988-89  biennium,  applications  will  be  sought  from  the 
balance  of  the  basin.  All  applications  are  to  be  received  by  July  1,  1989. 
After  that  date,  the  Department  and  the  Board  have  until  December  31,  1991 
to  evaluate  the  applications,  prepare  an  environmental  impact  statement,  hold 
public  hearings,  and  make  final  decisions  on  the  applications.  Reservations 
granted  by  the  Board  will  receive  a  priority  date  of  July  1,  1985. 

DNRC  has  several  major  roles  in  this  action,  some  of  which  are  financed 
through  the  Water  Development  program.  It  has  hired  a  new  staff  member  to 
coordinate  the  proceeding.  A  consulting  firm  has  also  been  hiied  to  piepare 
conect  and  complete  applications  by  July  1,  1987  for  seven  conservation 
districts  and  six  municipalities  in  the  upper  basin  that  have  expressed  interest 
in  reserving  water.  Finally,  DNRC  has  directly  assisted  the  conservation 
districts  in  conducting  land  ownei'  sujveys,  contacting  potential  applicants 
throughout  the  basin,  and  providing  information  on  water  availability  and 
irrigable  lands  to  potential  applicants.  Wat€r  Development  program  grants  have 
also  been  issued  in  past  bienniums  to  two  conservation  districts  in  the  lower 
Missouri  River  Basin  to  support  preparation  of  water  reservation  applications. 
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The  Sheiidun  County  CD  has  prepared  an  application  to  reserve  ground  water 
and  the  Roosevelt  County  CD  seeks  to  reserve  surface  water  from  the 
mainstem  of  the  Missouri  River. 


The  Clark  Forl^  Rasin.  There  has  been  no  legislative  directive  to  complete  a 
water  reservation  proceeding  in  the  Clark  Fork  basin.  Howevei',  two  draft 
applications  to  reserve  Clark  Fork  water  have  been  received,  and  a  third  may 
be  prepared.  The  Department  of  Fish,  Wildlife  and  Parks  seeks  an  instream 
flow  reservation  on  the  mainstem  and  tributaries  of  the  Upper  Clark  Fork  and 
the  Granite  County  CD  wants  to  reserve  water  for  two  storage  facilities  that 
would  provide  supplemental  irrigation  water  on  Lower-  Willow  Creek  and  water 
for  a  new  pr-oject  on  BouJder  Creek.  Preparation  of  the  Granite  County  CD 
application  has  been  supported  in  pari  by  grants  from  the  Water  Development 
program.  Mile  High  Conservation  District  may  also  submit  a  r'eservation 
application  for  irrigation  water  stor-age  facilities  on  tributaries  of  the  Clark 
Fork  pending  the  outcome  of  an  economic  feasibility  analysis.  Part  of  this 
work  is  being  financed  with  Water  Development  pr'ogr-am  funds. 

Promotion  of  Agricultural  Projects 

The  1985  Legislature  expressed  the  concer-n  that  the  state's  depressed 
agriculture  industry  needed  more  assistance  from  the  Water  Development 
progr-am.  In  response,  it  passed  House  Bill  947  directing  the  Department  to 
pr-omote  agricultural  pr^ojects,  par'ticularly  those  that  could  be  funded  through 
the  large  loan  part  of  the  Water  Development  program.  The  bill  provided  a 
staff  position  to  assist  in  this  task. 

During  the  1986-87  biennium,  DNRC  compliance  with  this  legislative 
directive  has  followed  several  paths.  The  Department  has  actively  assisted 
sponsors  of  large  agricultural  pr^ojects  by  helping  to  keep  those  projects 
moving  toward  ultimate  construction.  Sponsors  of  the  Mill  Creek  gravity 
sprinkler  project  south  of  Livingston,  the  project  rehabilitation  effort  on  Lima 
Dam  east  of  Lima,  and  the  Trail  Cr eek  flood  irrigation  project  in  the  Big  Hole 
have  all  r-eceived  the  benefit  of  this  technical  and  administrative  assistance 
The  Department  has  also  suiveyed  canal  companies  and  irrigation  districts  to 
assess  their  rehabilitation  needs  and  will  attempt  to  meet  those  needs  through 
the  Water  Development  program.  Efl'orts  have  also  been  made  to  find  ways  of 
improving  the  financial  feasibility  of  high-cost  projects  by  increasing  project 
size  to  create  economies  of  scale,  obtaining  financial  assistance  from  other 
sources,  and  temporarily  reducing  inter-est  rates  early  in  the  loan  repayment 
period.  Finally,  DNRC  is  working  to  obtain  low-cost  power  through  the 
federal  Pick-Sloan  program  for  existing  irrigation  pr'ojects. 
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II.    POTENTIAL  FEDERALLY  AUTHORIZED  WATER  PROJECTS 

The  1985  water  policy  bill  requires  DNRC  Lo  "identify  and  rank  in  order 
of  priority  the  projects  for  which  the  Department  desires  to  seek 
Congressional  authorization  and  funding  and  the  efforts  the  Department  will 
undertake  in  attempting  to  serve  such  authorization  and  funding."  The 
Department  is  seeking  Congi-essional  authorization  for  thi-ee  projects;  all  have 
a  high  priority.  One  project  centers  on  resolving  the  water  shortage  problems 
in  the  Milk  River  Basin.  Another  seeks  to  obtain  low  cost  federal  power  for 
project  pumping  associated  with  existing  irrigation  development  in  the  lower 
Yellowstone  River.  The  third  involves  secui'ing  fedeial  funds  to  help  finance 
rehabilitation  of  two  state-owned  water  projects,  Middle  Creek  (Hyalite)  near 
Bozeman  and  Petiolia  neai'  Winnett. 

Milk  River  Basin  Water  Shortages.  Water  shortages  in  the  Milk  River  Basin 
have  placed  severe  hardships  on  all  basin  water  users.  These  shortages  will 
become  even  more  acute  when  irrigators  in  Canada  and  on  the  Fort  Belknap 
Indian  Reservation  begin  using  their  full  shaie  of  the  basin  water  supply.  The 
Department,  the  Milk  River  Irrigation  Districts,  and  the  U.  S.  Bureau  of 
Reclamation  are  evaluating  means  to  reduce  present  and  projected  water 
shortages  by  increasing  basin  water  use  efficiencies,  developing  new  storage, 
and  importing  additional  flows  from  outside  the  basin.  This  work  will  be 
completed  by  late  1987  and  will  lay  the  groundwork  needed  to  puisue 
congressional  authorization  and  funding  of  the  selected  alternative. 

The  recommended  project— whether  it  involves  a  basin-wide  water 
conservation  effort,  importing  water  from  the  Missouri  River,  or  both— will  be 
submitted  foi'  funding  through  the  federal  Pick-Sloan  program.  Under  this 
program,  irrigators  would  not  be  required  to  repay  project  expenses  that 
exceed  their  ability  to  pay,  nor  would  interest  be  charged  on  the  federal 
project  loan.  In  addition,  power  for  project  pump  lifts  would  be  provided  at  a 
rate  of  only  2.5  mills  per  kilowatt-hour,  a  charge  far  below  present  market 
rates. 

Pick-Sloan  Power.  DNRC  is  puisuing  congressional  authorization  to  supply 
existing  inigation  projects  in  the  Missouri  River  Basin  with  low  cost  federal 
power.  The  Pick-Sloan  Missouri  Basin  Plan,  established  under  the  F'lood 
Control  Act  of  1944,  included  provisions  to  develop  nearly  one  million  acres  of 
irrigated  land  in  Montana.  The  plan  provided  low  cost  financing  for  irrigation 
projects  and  established  a  rate  of  2.5  mills  per  kilowatt-hour  foi'  irrigation 
pumping.  Only  five  percent  of  the  land  planned  for  irrigation  development  in 
Montana  has  been  authorized  by  Congress  to  receive  these  benefits.  Much  of 
the  remaining  irrigable  land  in  the  state  has  been  developed  without  the 
benefit  of  fedeial  financing  and  is  currently  irrigated  using  power-  costing  ten 
to  twenty  times  more  than  Pick-Sloan  power.  Because  Montana's  irrigators 
face  difficult  economic  conditions  and  have  not  received  inigation  benefits 
under  the  Pick-Sloan  Missouri  Basin  Plan,  the  state  is  working  to  secure  power 
that  could  save  irrigators  as  much  as  30  mills  per  kilowatt-houi'  in  electrical 
energy  cost  and  provide  long-term  electrical  price  stability.  Since  there  is  no 
established  process  for  authorization  of  benefits  to  existing  projects,  the 
approach  is  to  select  a  series  of  projects  for  a  pilot  effort.  A  group  of  six 
CDs  in  the  lower  Yellowstone  River  basin,  working  as  the  Lower  Yellowstone 
CD  Development  Committee,  have  selected  three  projects  in  their  area  as 
candidates  for  the  authorization  attempt. 
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State  Water  Proiect  Rehabilitation.  The  Department  is  also  attempting  to 
secure  federal  loans  to  help  Hnance  rehabilitation  of  two  state-owned  water 
projects.  A  feasibility  study  completed  in  February,  1985,  identified  the 
actions  needed  to  bring  the  .Middle  Creek  pioject  into  compliance  with  current 
state-of-the-art  dam  safety  standards.  A  similar  study,  begun  in  July  1984, 
focused  upon  a  number  of  dam  safety  concerns  with  another  state  water 
project,  the  Petrolia  project.  The  studies  concluded  that  each  structure 
needed  rehabilitation.  The  estimated  total  project  cost  for  the  Middle  Creek 
project  rehabilitation,  including  construction,  is  about  $4  million. 
Rehabilitation  of  the  Petrolia  project  is  estimated  at  $2.6  million.  Funding  for 
both  of  these  efforts  is  being  sought  through  a  loan  from  the  Small  Project 
Loan  program  administered  by  the  U.  S.  Bureau  of  Reclamation  (USBR).  Draft 
loan  applications  for  the  Middle  Creek  and  Petrolia  rehabilitation  projects  have 
been  forwarded  to  the  L'SBR  for  review.  It  is  expected  that  a  final  draft  of 
the  Middle  Creek  application  will  be  submitted  in  January  1987.  At  this  time, 
a  submittal  date  for  the  Petrolia  application  is  uncertain.  If  approved  by 
USBR,  the  loan  requests  for  both  projects  would  be  submitted  to  Congress  for 
final  authorization. 
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